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This report** contains (check all applicable boxes):.

¥ (a) Facing page.

& (b) Statement of Fmancxal Condition.

D (c) Statement of Income (Loss).

T '(d) Statement of Changes in Financial Condition.

I - (e) Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprietor's Capna]

T (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

3 (g) Computation of Net Capital

T  (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

— () Information Relating to the Possession or control Requirements Under Rule 15¢3-3.-
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Xf (m)A copy of the SIPC Supplemental Report.
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INDEPENDENT AUDITORS” REPORT

Board of Directors
FINANCIAL WEST INVESTMENT GROUP, INC.
Westlake Village, California

We have audited the accompanying statement of financial condition of Financial West Investment Group,
Inc., as of September 30, 2002 and the related statements of operations, changes in stockholder’s equity, and
cash flows for the year then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Financial West Investment Group, Inc., as of September 30, 2002 and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in Schedules I and I is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplementary information required by
rule 17a-5 of the Securities and Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

Ledermony, Zeidlev & Co-, LLP

Beverly Hills, California
November 22, 2002

Certified Public Accountants




FINANCIAL WEST INVESTMENT GROUP, INC.

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30, 2002
T ASSETS . |
Cash $ 1,507,937
Commissions receivable 258,227
Marketable securities, owned 317,643
Prepaid expenses 86,584
Equipment and leaseholds, at cost, net of accumulated
depreciation and amortization 237,308
Notes receivable from related parties 100,282
Other notes receivable 54,770
Other receivables 41,904
Deposits 17,021
Total assets $ 2,621,676
LIABILITIES AND STOCKHOLDER'S EQUITY |
Accounts payable $ 255,443
Commissions payable 847,385
Accrued expenses 162,093
Payable to brokerage account 365,785
Income taxes payable 12,470
Deferred income taxes 1,829
Total liabilities 1,645,005
Stockholder’s Equity
Common stock, no par value
Authorized - 10,000 shares
Issued and outstanding - 2,500 shares 125,000
Paid-in capital 263,278
Retained earnings 588,393
Total stockholder’s equity 976,671
Total liabilities and stockholder’s equity S__ 2,621,676

The accompanying notes are an integral part of these financial statements




FINANCIAL WEST INVESTMENT GROUP, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED SEPTEMBER 30, 2002

Revenue
Commissions $ 24,371,719
Interest and dividends 781,545
Other 1,541,156
26,694,420
Expenses
Commissions and clearing charges 21,488,451
Employee compensation and benefits 3,883,614
Dues, fees and permits 265,066
Communications 176,716
Occupancy 296,232
Settlement expense 35,225
Other operating expenses 518,775
26,664,079
Income before provision for income taxes 30,341
Provision for income taxes
Current 39,187
Net loss S (8,846)

The accompanying notes are an integral part of these financial statements




FINANCIAL WEST INVESTMENT GROUP, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’'S EQUITY
FOR THE YEAR ENDED SEPTEMBER 30, 2002

Common Paid-in Retained
Stock Capital Earnings Total
Balance, October 1, 2001 $ 125,000 $ 263,278 $ 597,239 $ 985,517
Net loss - - (8,846) (8,846)
Balance, September 30, 2002 $ 125,000 $ 263,278 $ 588,393 S 976,671

The accompanying notes are an integral part of these financial statements




FINANCIAL WEST INVESTMENT GROUP, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2002

Operating activities:
Net loss
Non-cash items included in net income:
Depreciation and amortization

(Increase) decrease in assets:
Commission receivable
Marketable securities
Prepaid expenses
Other receivables
Note receivable from related parties
Other notes receivable
Deposits
Recoverable income taxes
Deferred income taxes

Increase (decrease) in liabilities:
Accounts payable
Commissions payable
Accrued expenses
Income taxes payable
Deferred income taxes

Net cash used by operating activities

Investment activities:
Acquisition of equipment

Net cash used by investment activities

Financing activities:
Decrease in payable to brokerage account

Net cash used by financing activities
Decrease in cash
Cash, beginning of year
Cash, end of year

Cash paid during the year:
Interest paid
Income taxes paid

I~ N e N

8,846)

75,893

357,774
277,779
33,166)
35,255)
96,672)
40,807)
6,521)
106,297
24,888

56,078
712,444)
16,125
12,470

1,829

4,578)

21,303)

21,303)

116,698)

116,698)

142,579)

1,650,516

$ 1,507,937

S 18,005

$

The accompanying notes are an integral part of these financial statements
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FINANCIAL WEST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

Summary of significant accounting policies

Nature of business - The Company is a non-clearing fully disclosed broker-dealer engaged in
the sale of general securities to investors. The Company does not hold securities for
customers. All funds belonging to customers are held in cash accounts earmarked for holding
customer funds. The Company is a 100%-owned subsidiary of Paradox Holdings, Inc.

Cash - For purposes of reporting cash flows, cash and cash equivalents include cash in banks
and cash held at the Company’s clearinghouses.

Marketable securities - Management determines the appropriate classification of securities at
the date individual investment securities are acquired. Trading securities are reported at fair
values with unrealized gains and losses included in operations. The Company’s marketable
securities consist of bonds, stocks, stock mutual fund investments and options and are
classified as trading securities.

Depreciation - Equipment is stated at cost. Depreciation and amortization is computed using
the straight-line method over 5 to 39 years, the estimated useful lives of the assets or the lease
term if less than the estimated useful life. Expenditures for all maintenance and repairs are
charged against income. Additions, major renewals and replacements that increase the
useful lives are capitalized.

Estimates and assumptions - In preparing financial statements in conformity with generally
accepted accounting principles, management is required to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from these estimates.
The estimates include deferred income taxes, useful lives of property and equipment for
depreciation purposes and fair value of financial instruments.

Fair value of financial instruments - The carrying value is a reasonable estimation of the fair
value for cash, marketable securities and other investments, and receivables and payables.




FINANCIAL WEST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

2. Related party transactions

Paradox Holdings, Inc., the 100% shareholder of the Company, received management fees
from the Company in the amount of $88,500 during the current year.

The Company leases its office space and other real property under operating leases from the

principal stockholder of Paradox Holdings, Inc. Rental payments for the current year were
$249,784.

The following is a schedule of future minimum rental payments, exclusive of property taxes
and insurance:

October 1, 2002 - September 30, 2003 $ 176,278
October 1, 2003 - September 30, 2004 118,745
October 1, 2004 - September 30, 2005 123,495
October 1, 2005 - September 30, 2006 128,435
October 1, 2006 - September 30, 2007 133,572
Thereafter 2,012,378

$_ 2,692,903

3  Commitments

The Company is obligated under the terms of certain non-cancelable operating leases for
automotive, office and other equipment. Expense for the period ended September 30, 2002
was $118,978. The following is a schedule of future minimum rental payments:

Year ending
September 30, 2003 $ 104,787
September 30, 2004 80,257
September 30, 2005 20,310
September 30, 2006 20,310
September 30, 2007 16,306

$ 241,870

4. Receivable from related parties

Receivable from officer, due on demand with interest at 7% $ 100,282
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FINANCIAL WEST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

Equipment and leasehold improvements

Equipment consists of the following;:

Estimated

Useful Lives
Artwork S 42,652 7 years
Leasehold improvements 114,685 2 years
Leasehold improvements 62,904 39 years
Computer equipment 303,080 5 years
Office furniture and equipment 160,852 5 years

684,173
Less: accumulated depreciation and
amortization ( 446,865)

$ 237,308

Net capital requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (rule 15c3-1), which requires the maintenance of minimum net capital and requires that
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1
(and the rule of the “applicable” exchange also provides that equity capital may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to 1). At
September 30, 2002, the Company had net capital of $295,377, which was $185,710 in excess of
its required net capital of $109,667. The Company’s ratio of aggregate indebtedness to net
capital, as defined, was 5.57 to 1.

Litigation

The Company has been the subject of various legal disputes incurred in the normal course of
business. The Company incurred settlement expenses to resolve various investor and
business disputes in the amount of $35,224 during the year. The Company has not accrued
any expense for pending legal disputes because the outcome cannot be determined at this
time. The Company maintains “errors and omissions” insurance to cover actions brought by
customers against the Company. Management believes that the pending disputes are
covered by this insurance and that the policy limits, $1,000,000 per occurrence and
$10,000,000 overall limit with a $50,000 deductible per occurrence, is in excess of any potential
liability from current pending disputes.

Financial instruments with off-balance sheet risk

The Company has cash deposits in excess of federal insured limits.
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FINANCIAL WEST INVESTMENT GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2002

Retirement plan

The Company maintains a retirement plan in accordance with Section 401(k) of the Internal
Revenue Code. Under the terms of this plan, eligible employees make voluntary
contributions to the extent allowable by law. The Company makes matching contributions of
up to 6% of the employee’s salary, and the Company may make discretionary contributions
during the year. The Company has accrued contributions of $74,617 on behalf of employees
to this plan for the year ended September 30, 2002.

Payable to brokerage account

The Company clears certain of its proprietary transactions through another broker-dealer on
a fully disclosed basis. The amount payable to the clearing broker relates to these
transactions and the “mark-to-market” requirement for trading securities.

Income taxes

The Company accounts for income taxes in accordance with the provisions of Statement of
Financial Accounting Standards No. 109, “ Accounting for Income Taxes.”

The income tax provision for the year differs from the income tax provision that would result
from applying statutory tax rates to pre-tax income. This is due primarily to timing and
permanent differences for expenses deductible for book purposes as compared to tax
purposes, including 50% of meals and entertainment expense, charitable contribution
deductions, losses from trading securities and current year California Franchise tax. The
Company files a consolidated tax return with its parent company.

The deferred tax liability balance is the net result of temporary differences in accounting for
tax and book purposes, including differences caused by the accelerated depreciation methods
used for federal and state tax purposes, contributions carryover and California Franchise tax.

The components of the deferred tax liability is as follows:

California Franchise tax IS 1,829

$ 1,829




FINANCIAL WEST INVESTMENT GROUP, INC.
SCHEDULE I
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
SEPTEMBER 30, 2002

Net capital

Total stockholder’s equity

Deductions and/ or charges

Non-allowable assets
Marketable securities
Prepaid expenses
Equipment and leaseholds
Notes receivable from related parties
Other notes receivable
Other receivables
Deposits

Net capital before haircuts on securities
Haircuts on securities
Net capital
Aggregate indebtedness
Total aggregate indebtedness
Computation of basic net capital requirement
Minimum net capital required
Excess net capital
Ratio: Aggregate indebtedness to net capital

Reconciliation with Company’s computation
(included in Part II of Form X-17A-5 as of September 30, 2002)

Net capital, as reported in Company’s Part II (unaudited)
Focus report

Net audit adjustments

Net capital per above

S 976,671

36,900
86,584
237,308
100,282
54,770
41,904
17,021

401,502

106,525

S 295,377

S 1,645,005

S 109,667
S 185,710

5.57 to 1

$ 322,996
( 27,619)

$ 295,377

10
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FINANCIAL WEST INVESTMENT GROUP, INC.
SCHEDULE I
RESERVE AND POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
SEPTEMBER 30, 2002

The Company is in compliance with the conditions of exemption from the reserve and possession
or control requirements under the provisions of Rule 15c¢3-3 of the Securities Exchange Act of
1934.

11
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL
CONTROL STRUCTURE REQUIRED BY SEC RULE 17a-5

Board of Directors
FINANCIAL WEST INVESTMENT GROUP, INC.
Westlake Village, California

In planning and performing our audit of the financial statements of Financial West Investment Group, Inc.,
for the year ended September 30, 2002, we considered its internal control structure, including procedures
for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study of
the practices and procedures (including tests of compliance with such practices and procedures) followed
by Financial West Investment Group, Inc., that we considered relevant to the objectives stated in rule 17a-
5(g)(1) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and the procedures for determining compliance with the exemptive
provisions of rule 15¢3-3. We did not review the practices and the procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the recordation
of differences required by rule 17a-13 or in complying with the requirements for prompt payment for
securities under section 8 of Regulation T of the Board of Governors of the Federal Reserve System, because
the Company does not carry security accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the Commission’s above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.
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FINANCIAL WEST INVESTMENT GROUP, INC!
Page Two

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which
the design or operation of the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control structure, including procedures for safeguarding
securities, which we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purposes
in accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the

Company’s practices and procedures were adequate at September 30, 2002 to meet the
Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other regulatory agencies which rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 and should not be used for any other purpose.

Lederman, Zeidler & Cos, LLP

Beverly Hills, California
November 22, 2002

Certified Public Accountants




